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1947 
MONTH END DATA 

May April March May 

Shares Listed (Mil.) | 1,814 1,794 1,792 | 1,666 
Share Issues Listed _— (No.) 1,354 1,349 1,350 | 1,292 
Par Value of Bonds Listed (Mil. $) 137,019 137,219 136,937 138,364 
Bond Issues Listed i we (No.) | 914 922 921 | 957 
Total Stock and/or Bond Issuers (No.) 1,198 1,198 1,200 | 1,194 
Market Value of Listed Shares (Mil. $) 63,646 64,520 67,608 | 84,043 
Market Value of Listed Bonds (Mil. $) 140,426 140,833 140,978 | 143,944 
Market Value of All Listed Securities (Mil. $) | 204,072 205,353 208,586 | 227,987 
Flat Average Price—All Share Issues A ($) | 47.90 49.24 51.43 | 64.81 
Shares: Market Value — Shares Listed A ($) 35.08 35.95 | 37.73 | 50.44 
Bonds: Market Value — Par Value A ($) 102.49 102.63 102.95 | 104,03 
Stock Price Index (12/31/24 = 100) AB (%) | 74.4 75.7 79.4 | 103.2 
Member Borrowings on U. S. Gov't Issues (Mil. $) 130 81 101 | 324 
Member Borrowings on Other Collateral (Mil. $) | 180 196 201 408 
Per cent of Market Value of Listed Shares (%) 0.28 0.30 0.30 | 0.49 
Member Borrowings—Total ; (Mil. $) 310 278 302 | 732 
N.Y.S.E. Members’ Branch Offices. . . (No.) 905 903 902 | 872 
Total Non-Member Correspondent Offices (No.) 2,602 2,611 pe | 2,516 
Customers’ Net Debit Balances CD. . . . . (Mil. $) 553 5 16 | 856 
Credit Extended on U. S. Gov’t Obligations . (Mil. $) 62 ve | 144 
Customers’ Free Credit Balances CD (Mil. $) | 665 677 | 669 

DATA FOR FULL MONTH | | 
| | 

Reported Share Volume (Thou.) 20,616 20,620 | 19,337 | 30,410 
Ratio to Listed Shares . . . (%) 1.14 115 | 1.08 1.84 
Daily Average (Incl. Saturdays) (Thou.) 825 825 744 1,216 
Daily Average (Excl. Saturdays) ; (Thou.) 901 892 824 1,302 
Total Share Volume (Incl. Odd Lots) F (Thou.) 28,981 25,218 45,555 
Money Value of Total Share Sales F (Thou. $) 816.570 769,789 1,426,194 
Reported Bond Volume (Par Value) (Thou. $) 82,526 81,601 75,582 93,952 
Ratio to Par Value of Listed Bonds (%) -060 .060 | .055 .068 
Daily Average (Incl. Saturdays) (Thou. $) 3,301 3,264 | 2.907 3,758 
Daily Average (Excl. Saturdays) (Thou. $) 3,661 3,591 3,267 | 4,034 
Total Bond Volume (Par Value) F (Thou. $) 88,961 81,491 | 100,995 
Money Value of Total Bond Sales F (Thou. $) 64,393 63,187 | 84,330 
N.Y.S.E. Memberships Transferred (No.) 5 3 4 8 
Average Price . . 1... ($) 56,000 65,000 66,000 89,000 
6/17/47 5/15/47 4/15/47 6/14/46 

Shares in Short Interest F (Thou.) 1,314 1,019 | 868 

LL 












A—Price values are base 
amounts thereof whi 
end; such issues and 


B—Adjustment m 
j ade to com 
split-downs and stock dividends 


d on all of the indi 

} indicated j 
ch are included in the list 7 oe 
amounts vary from month to month. 


e only for stock split-ups, 





D—Beginning with De 





cem 
Ng was revised s ber 31, 1945, 


: : iO as 
tion submitted to th ee compare 


the method of report- 


e Federal fees teen informa- 


F—Based on ledger dates, 











THI 
cate 
foo 
pro 
sofe 
por 
ince 
abs 
ket 
Me 
of « 
ma 
mil 
Go 










Is too much weight attached by too many 


to trend of Business Reaction? 


By Harold B. Dorsey ¢ President, Argus Research Corp. 


TP HE possibility that the current appre- 
hension of a business recession has 
been distorted out of all reasonable pro- 
portions is a subject worthy of the careful 
of students of 
values. The indefinite nature of the word 

and the uncertainty about the extent of 

the anticipated 
caused a fear complex that may be too 
An effort should be made to re- 
if for no other 


consideration investment 


downward trend have 
extreme. 
store a fair perspective 
reason than because so little work is being 
done on this subject in investment circles. 

This writer, along with probably 75 per 
cent of business executives and 
mists, has been, and still is, anticipating 
that some sort of retreat of business activ- 


econo- 


ity from recent high levels will become 
clearly visible some time within the next 
few months. However. suppose the Fed- 
eral Reserve Board Index of Industrial 
Production and the Bureau of Labor Sta- 
tistics Wholesale Commodity Price Index 
should decline about 15 per cent from 








1 
‘ j THE DECLINE indi- 
cated for farm and 
food prices would 
| prove beneficial ‘in- 
‘ sofar as too great a 
: portion of disposable 


income is now being 











absorbed by the mar- 
ket basket budget. 
Meanwhile the 
of a decline to abnor- 


risk 


levels is 
the 

farm 

support program 


mally low 


minimized by 


Government's 











recent highs. This would bring the busi- 
ness index back to the 1941 level. which 
was by far the highest level of peace-time 
Com- 
modity prices would then rest at a point 


activity in the nation’s history. 
about 45 per cent higher than the average 


for 1941. 
Business Exceeds Expectations 


Just before the war ended, a post-war 
projection of 160-165 for the FRB Index 
was considered to be most optimistic, and 
at that time it was not anticipated that 
commodity prices could settle at a point 
higher than 25 per cent over 1941. Now 
the same level of business activity and a 
considerably higher level for commodity 
prices are being looked upon as a catas- 
trophe — thus demonstrating a need to 


plant one’s feet firmly upon. statistical 


ground, 
It may be asked what logical basis 

there may be for anticipating that the 

recession would stop with a decline of 
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THE AUTO INDUSTRY has not had an 
opportunity even to test the size of the 
market at the listed price for new cars 













NOR HAS THE MARKET for residential 
building been tested at prices which reflect 
the elimination of inefficiencies 


many 
















about 15 per cent from recent peaks. 
Some guide to the answer may be found 
in a careful diagnosis of the various com- 
ponents of the FRB Index and a study of 
the potential demand for the production 
of each component. especially those in 


the important heavy industry groups. 











For example. any diagnosis of the out- 
look for activity in the automobile indus- 
try must necessarily take into considera- 
tion the fact that the industry has not had 
an opportunity even to test the size of the 
market at the listed price for cars. It is 
common knowledge that the present de- 
mand for automobiles is being measured 
only by that market which can be devel- 
oped without any strenuous sales effort at 
prices which include several hundred dol- 
lars of premiums, extras and mediocre 
trade-in values. It seems illogical to pro- 
ject a decline in the demand for automo- 
biles at least until we have had an oppor- 
tunity to observe the size of the market 
that may be developed with a rather siz- 
able 


pi ice 


reduction in the actual consumers 
a reduction which could be regis- 
tered without the manufacturers making 
any change whatsoever in the listed price. 
be considerable 


there seems to 


logic for expecting this component of the 


Herein 


FRB Index to remain high for some time. 
And never in recent years has the country 
business 


had a serious decline in 


activity when the motor industry was op- 


very 
erating near capacity. 
Electrical Apparatus in Demand 


Heavy electrical apparatus still can be 
purchased only on a 12 to 18 months’ 
delivery basis. Railroad equipment still is 
in urgent demand. There continues to be 
a black market for some of the steel items 
and fractional horsepower motors. Here 
again, the real market has never been 
Nor 


market for homes been tested at a price 


tested at the listed price. has the 
which reflected the elimination of fantas- 
As a matter of fact, the 
market for a great many items has not yet 


tic inefliciency. 


been tested with prices and costs based 
upon a smooth flow of materials and with 
a labor cost factor that presumes such 
efficiency as would develop if the labor 
supply were not so tight. 

Business men and investors have been 
working up a lather about the ultimate 
return to a buyers’ market. The latter, of 
course, is entirely normal and represents 
an economic condition in which this coun- 
try has made great progress. Conditions 
since the war broke out have been so un- 
usual that we have forgotten that demand 
can be normal 
efforts. 

It would seem that we can find herein 


stimulated by selling 


an important cushion against such a de- 
cline in activity as may be caused by the 
cessation of inventory building, price mal- 
adjustments and, possibly, a deterioration 
of our export movement. It must always 


be remembered that the whole picture at 


9 


this time tends to be supported by a tre- 
mendous supply of and credit. 
which was conspicuously lacking in the 


money 


1920-21 period, so often used as a basis 
of comparison. 

It may be asked why we presume that 
deflation of the BLS Wholesale Commod- 
ity Price Index would stop when it had 
declined to 125 from the recent peak of 
about 149, 
in farm and food prices is indicated and 


\ oreater percentage decline 
D> z 


would prove beneficial insofar as too 
great a portion of disposable income is 
now being absorbed by the market basket 
budget. Meanwhile, the risk of a decline 
for farm prices to abnormally low levels 
is minimized by the Government's guar- 


antee of support near parity prices. 


Labor Costs Shape Prices 


So far as manufactured goods are con- 
cerned, it must be remembered that labor 
cost is by far the most powerful determi- 
nant of prices. Wage rates and other 
labor cost factors have risen very sharply 
since before the war, and a very large 
portion of these costs must necessarily 
carry through to prices. The price index 
of items excluding farm and food prod- 
ucts is only 48 per cent higher than in 
1941 


crease for food and the 115 per cent 


in contrast with the 95 per cent in- 


increase for farm products. The price of 
manufactured goods (excluding farm and 
food) is not abnormally high when con- 
sideration is given to such increases in 
labor costs as are unlikely to be deflated 
for some time to come. It is on this line 
of reasoning, plus supply and demand 
factors, that it may be concluded that a 
deflationary spiral in commodity prices 
is quite unlikely. 

Along with these facts to be considered 
in any effort to gain a proper perspective 
toward the “recession.” we should also 
study the probability that the economy 
would function much more smoothly and 
efficiently with the FRB Index 
160-165 and the BLS Commodity Price 


Index around 125, instead of at the recent 


around 


peak levels. In some industries the high 
cost of overtime is partly responsible for 
a high operating ratio. The erratic flow of 
materials is expensive, as witnessed in 
the recent shut-down of some of the auto- 
mobile plants because of the lack of steel 
and the payment of building workers for 
idle time due to the delay in the delivery 
of materials, But possibly of even greater 
importance, although unmeasurable, is 
the lag in labor productivity resulting 
from an independent attitude generated 
by the tight labor supply. An economy 
that is less strained than it is at present 








would unquestionably be more efficient, 

It would seem that a common-sense ap- 
praisal of all of these conditions fails to 
lead to a logical conclusion of despair. 
depression and extensive corporate losses, 
And if we thus limit the depth of the 
depression to something on the better side 
of zero, we must conclude: that securities 
have some investment value; and we must 
build up some sort of appraisal of this 
value, 

Net corporation profits last year totaled 
$12.000,000,000 and currently are esti- 
mated to be running at an annual rate of 
around $15,000,000.000 in contrast with 
$1.700.000,000 in the depression year of 
1938. It will be recalled that the 1938 de- 
pression low for the Dow-Jones industrial 
average was about 98. In 1936 the low 
point for the average was about 142, and 
net corporation profits totaled only $3.- 
800,000,000. It would take a recession far 
greater than anything suggested by the 
above appraisal to bring corporate prof- 
its down to a point anywhere near the 
1936 level—to say nothing of the 1938 
figure, 

Then, again, there is every indication 
that commodity prices promise to stabil- 
ize at a level that would be at least 50 
per cent higher than 1938, which would 
suggest a materially higher real book 
value for stocks and a higher than pre-war 
earning power. In addition, present sup- 
plies of money and savings are several 
times as large as they were in that earlier 
year. The size of the country in terms of 
population is also greater, with a conse- 
quent increase in requirements for normal 
consumption. The longer term economic 
and political outlook is much_ better. 
World demand for practically everything 
exceeds supply. 


Counters Depression Psychology 
The 


which stand counter to the psychological 


foregoing résumé of elements 
forces now emphasizing the word “re- 
cession” or, at the extreme, “depression.” 
recital of the 
who close 


is merely a obvious to 


individuals pay attention to 
the extent of production and to needs of 
consumers at home and abroad. A re- 
fresher course in obvious and common- 
place facts can have its uses. 

It would seem, therefore, that the res- 
toration of a balanced perspective of the 
recession idea should be of vital impor- 
tance in the period just ahead of us. Sta- 
tistical facts and logical lines of reasoning 
suggest that pessimistic ideas about the 
recession and stock values should be lim- 
ited to something this side of “depression” 
and materially lower stock prices. 




























HEN an 
through a pile of industrial com- 
pany reports, covering operations of 1946, 
he is bound to come across some statis- 


inquiring investor goes 


tical phenomena in the balance sheets. 
These center around “net current assets” 
at the end of a year of generally active 
production, and if the inquiry is suff- 
ciently searching, so as to compare cur- 
rent assets per share of outstanding com- 
mon stocks with a recent per-share market 
appraisal of the stocks, some unusual 
situations come to light. 

For example, in the case of one of the 
companies named in the statistical table 
which this discussion, a 
study would reveal among the current 
assets a block of more than $30,000,000 
United States certificates of indebtedness 
carried at cost value. This liquid invest- 
ment, alone, exceeded all current liabili- 
ties by more than $3,700,000, whereas the 
reported total of current assets, complete. 
was upward of $70,000,000. The aggre- 
gate of net current assets per share of 


accompanies 


common stock (the only share capital, pre- 
ceded by about $1.260,000 bank loans) 
was nearly $40 a share in contrast with a 
recent price of $15 a share for the stock. 

Although this situation probably would 
be found extraordinary in a broad survey 
of the corporations listed on the New York 
Stock Exchange, it supplies a suggestion 
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Less: Reserves for depreciation 


Manufacture 

of machine tools 

at Cincinnati Mill- 
ing Machine Company 


The tabled statistics cover 
only a limited number of companies, rep- 


for research, 


resenting low 
but reaching 
medium price. 


priced stocks in the main 
upward among issues of 

The exhibit is offered 
merely for the purpose of illustrating the 
theme; no suggestion for purchase or sale 
of the stocks is intended. The researcher 
would discover in the balance sheets, and 
in more current information about the 
business of the companies mentioned, 
other elements which might offer qualifi- 
cations of investment values. 





SAMPLED Low AND MEDIUM 
PRICED COMMON STOCKS 
Adjusted 


Net Current Recent 

Assets per Share 

Share Price 

Allied Kid Co. $18.73 $18.50 
American Stores Co. 19.74 23.50 
Baldwin Loco. Works 15.44 17.50 
Barber Asphalt Corp. 15.80 19.00 
Bath Iron Works Corp. 20.74 15.50 
Blaw-Knox Co. 10.31 14.25 
Boeing Airplane Co. 39.11 15.00 
Cal. & Hecla Copper Co. 6.79 7.00 
Cannon Mills Co. 50.03 59.50 
Century Ribbon Mills 10.41 10.50 
Diamond T Motor Car Co. 20.31 19.50 
Freeport Sulphur Co. 29.30 38.50 
General Cigar Co., Inc. 38.31 25.50 
Hercules Motors Corp. 18.39 15.50 
Lukens Steel Co. 21.87 14.50 
Mohawk Carpet Mills 29.27 33.00 
National Can Corp. 10.16 8.75 
Reliable Stores Corn. 28.80 21.00 
Sperry Corp. 18.25 18.25 
Tran. & Williams S. F. Corp. | 14.18 14.25 


BALANCE 
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For “adjusted” net current assets these 
deductions from reported current assets 
were made: current liabilities, long term 
debt, preferred stocks at par when present, 
and notes payable—bank loans—which 
were to mature after one year. Reserves 
were not deducted if listed as non-current 
liabilities. Inventories of goods in proc- 
ess, raw material, etc., were considered 
as current assets, acting to make the cal- 
culations different from results obtained 
where the analysis intended to disclose 
net quick assets. It is always a moot ques- 
tion in a search for a corporation's net 
worth whether inventories are to be taken 
at reported values or not; in this instance 
they are taken into net current assets at 
such values, 


Nearly All Are Dividend Payers 


All of the companies included in the 
tabulation are currently paying dividends, 
Several of the 


stocks are relatively inactive in day to 


with a single exception. 


day dealings on the Exchange. 

On the face of the statistics, it is to be 
noted that the market appraisal of certain 
stock capitalizations is more than equalled 
by the balance sheet rating of net current 
assets. The assets, true enough, are as of 
a date more than five months in the past: 
at the same time, it would appear that con- 
siderable depreciation of current assets 
and a reduction of cash holdings could 
have occurred since December 31 without 
completely altering the ratios of net cur- 
rent assets per share to the per-share price. 

The exhibit lends emphasis to the force 
which anticipated earnings and current 
earnings apply to market appraisals of 
stocks. A_ little mathematics 
shows. when the statistics are weighed, 
that a dollar lodged in individual stocks 


common 








would buy $1 or more of cash or easily 
salable corporate property, throwing in 
many dollars of plants. fixtures, patents 
and good-will gratis. The figures repre- 
sent the result if net current assets were 
to be converted into cash, leaving the 
manufacturing facilities idle. But solvent 
corporations are going concerns: no ques- 
tion exists in stockholders’ minds about a 
need to liquidate them. The product of 
going concerns is earnings and dividends. 
The expectation of increased earnings and 
enlarged dividends induces purchases and 
consequent rising prices for a stock, In 
reverse, doubt about earnings in prospect 
stimulates sales of a stock, and it may be 
reasoned that uncertainty, after a series of 
prosperous years, has been a major influ- 
ence in throwing many stock prices out of 
line with the asset values of the corpora- 
tions they represent, 


Statistics Show Imbalance 


When such an imbalance as the statis- 
tics show is weighed by a_ prospective 
investor or trader, the question arises: are 
stocks thrown so far out of an ordinary 
relationship to current assets lying on the 
It will be recalled by 
statisticians who studied balance sheets 
and stock prices in 1932. around the bot- 
tom of the Great Depression, that similar 
situations were plentiful. Stocks can be 


recalled which appraised entire corporate 


bargain counter? 


stock capitalizations, net, at not a great 
deal more than the companies’ cash _re- 
sources alone. A great textile company’s 
stock at 19 stood for some time on a level 
considerably lower than the per-share 
value of liquid assets. mostly in cash and 
securities. The stock in later years. when 
earnings and earnings’ prospects had im- 
proved, sold at several times its 1932 
minimum, finally being split up because 
of its high price, 


Represents Narrow Segment 


The list of 20 corporations under dis- 
cussion here is far too small to permit 
broad deduction from them in respect to 
common. stocks as a class. If the Stock 
Exchange list were to be analyzed in de- 
tail, a great many issues would be found 
which showed no such ratios of net cur- 
rent assets to stock prices as those pre- 
sented in these pages. The sampled group 
can, nevertheless, hardly be described 
exceptional for these times as research 
would uncover numerous companies with 
stock prices fairly close to the per-share 
value of net current assets. 

Analysis of elements contributing to 
distorted ratios of net current assets to 
appraisals of stock capital would include 
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STGCK SPLIT-UPS 
CONTINUE AS 
ACTIVE FEATURE 
OF 1947 MARKETS 


NE aspect of 1946 markets which has 

carried over into 1947 is the trend 
toward splitting shares of high-priced 
issues. A recent count shows 14 stocks. 
including such well known investment 
calibre issues as Beech-Nut Packing. East- 
man Kodak and Johns-Manville, were sub- 
divided in the first five months of this 
vear. 

With the lower prices now prevailing. 
plus the multiplication of shares, more 
continuous markets may now be expected 
to develop in these 14 issues as they come 
within the reach of a greater body of in- 
vestors. Usually a split-up leads to a 
wider popular interest in a stock, and as a 
greater number of bids and offers flow 
into the market, spreads in quotations are 
narrowed and the quality of the market 
materially improved. 

Stockholder statistics show in addition 
that after a lapse of time split issues be- 
come more widely distributed owner- 
ship. In fact. the reason for split-ups most 
often given by corporate managements is 
the desire to bring the share price within 


consideration of influences applied to 
them by earnings and earnings’ prospects. 
Study would embrace a dual consideration 
of these questions: are current assets. 
which provide a corporation’s working 
capital, exceptionally high. or are com- 
mon. stock prices so low as to be out of 
touch with net current asset values? 

In case of certain of the companies in- 
cluded in the table of 20, it might be 
reasoned that, should a broad recession of 
general business come along, working 
capital could be absorbed in part in a 
competitive effort to maintain a corpora- 
tion’s place in its field. The aircraft man- 
ufacturing industry, as is well known. 
applies a great deal of capital to experi- 
mental work before a product becomes 
fully developed for the market. Other com- 
panies could be examined as likely sub- 
jects to run into ordinary stiff competition 
in a buyers’ market, with a possible reper- 


a more marketable range and thus build 
up stockholder lists, 

While stocks of a frankly speculative 
nature were included in the 1946 wave of 
split-ups, the list which follows is notable 
for an impressive number of long-term 
dividend payers. Beech-Nut Packing and 
Eastman Kodak have yielded dividends 
annually without interruption since 1902. 
— & Johnson has a record of con- 

inuous payments dating from 1905, John 
Morel & Co. from 1916, Endicott John- 
son from 1919, and Cleveland Graphite 
Bronze and Houston Lighting & Power 
from 1922. 


SPLIT-UPS OF 2 FOR 1 OR MORE 
on NYSE. First 5 Mos. or 1947 


Beech-Nut Packing Co. ...... 314 for | 
Clark Equipment Co. ....... 2 for | 
Cleveland Graphite Bronze Co. 2 for | 
Eastman Kodak Co. ........ 5 for ] 
Endicott Johnson Corp. ..... 2 for | 
Houston Lighting & Power Co. 2 for 1 
Johns-Manville Corp. ....... 3 for ] 
Johnson & Johnson ........ 2 for | 
John Morrell & Co. ........ 2 for | 
Mueller Brass Co. .......... 2 for | 
Penick & Ford, Ltd.. Inc. 2 for | 
W. A. Sheaffer Pen Co. ..... 5 for | 
United Biscuit Co. of America 2 for | 
United Carbon Co. .....6%- 2 for | 


The near future may see split-ups of at 
least two more prominent issues. Follow- 
ing stockholder approval. the Interstate 
Commerce Commission on May 28 ap- 
proved a plan to split Norfolk & Western 
Ry. common and preferred, both 4 for 
On July 8 Chrysler stockholders will vote 
on a proposal to split the company’s stock 
2 for 


cussion upon their margin of net profit. 

Research would also pay attention to 
the matter of “flush” business during the 
war years and in a year of peace in which 
a sellers’ market acted to generate un- 
usually large production and sales, with 
a resultant increase of cash and liquid 
property without forecasting a continua- 
tion of above-average activity, 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THe EXCHANGE has been 
obtained from sources deemed to be 
reliable but THr EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 
















































Stock Yields Reveal... . 


TREND OF TIMES 






TOWARD 


CONSERVATIVE MARKET VALUATIONS 


‘NTOCK yields merit the attention of 
, J investors in times like 


share prices are 


these when 


depressed and cor- 
porate earnings and dividends hold at 
relatively high levels. On each of the 
several occasions on which prices in the 
stock list have penetrated the 163-167 
area of the Dow-Jones industrial average. 
Stock Exchange firms have reported “good 
investment buying” of selected issues. On 
the other hand, investors time and again 
have proved wary of high indicated yields 
where there is any evidence that a sizable 
part of the unusually large earnings may 
he non-recurrent. The process of upgrad- 
ing individual stockholdings is still going 
on in the market, 

While th 


from their levels of a year ago has re- 


recession of stock prices 


attention. not a 
said about the 


ceived universal great 
rate of 


available at cur- 


deal has been 


dividend income now 
rent prices of shares. To illustrate the 
situation in at least a section of the stock 
list. Tue EXCHANGE has computed yield 
figures for some representative issues 
1947 dividends. in- 


cluding extras. It needs to be emphasized 


based on estimated 
that the issues shown have been picked 
merely for purposes of illustration and 
that consideration of merit as investments 
































Skilled assembly line workers at RCA Victor’s Camden, N. J.. 
plant connect up intricate wiring circuits on television sets 


in no way entered into the basis of selec- 
tion. The enlargement of yields within 
the past year or so is in itself news- 
worthy. 

The steel 
follows shows yields ranging from 5.2 
per cent for National Steel to 7.6 per cent 
for Bethlehem. 


selection of shares which 


\pparently mindful of its 
“prince-or-pauper” nature, investors have 
refused to place any higher valuation 


on the industry's current large earnings. 


Fst. 
Recent 1947 
Price Div. Y ield 
Bethlehem Steel 79 $6.00 7.6% 
Carpenter Steel Ile 3.00 6.9 
Continental Steel 14% 1.00 7.0 
National Steel rie 1.00 5.2 
Sharon Steel 2815 2.00 7.0 
Lnited States Steel 65 LOO 6.2 
Motor shares reveal somewhat more 


modest yield ratios. with the exception 
















Contracting  part- 
ies 200 miles 
apart sign a legally 
binding contract 
via television. Re- 
cently a member 
firm of the New 
York Stock Ex- 
change initiated 
the use of tele- 
vision to distrib- 
ute financial news 











10.5 
per cent on the basis of an estimated 


of Reo, recently selling to yield 
$3.00 dividend in 1947. A $0.50 extra 
paid by Reo in January of this year con- 
tributes to this yield figure. 


Est. 
Recent 1947 
Price Div. Yield 
Chrysler ¢ orp 98 $5.25 5.4% 
General Motors 5446 3.00 5.5 
Hudson Motor Car I4 0.40 2.9 
Reo Motors. Ine. 2812 3.00 10.5 
Studebaker Corp. 18 0.50 2.8 


The oils are one of the few groups 
1917 highs. 


hut even with the bidding up of prices. 


recently selling near theit 
yields offered by these shares still are 
Standard Oil of California. 


shown in the following table. raised its 


substantial. 


dividend in the second quarter to a $3.40 
The lower amount in the 


rate. 


annual 
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table below is due to the inclusion of the 


first quarter dividend at the old rate. 
| 


Est. 
Recent L947 
Price Div. Yield 
Atlantic Refining 32°%% $1.50 1.6% 
Ohio Oil Co. 22°) 1.50 6.6 
Seaboard Oil (Del.) 27% 1.00 3.7 
Sinclair Oil Corp. l4ty 1.00 6.9 
Standard Oil (Calif.) 56'2 3.20 5.7 
Standard Oil (N. J.) 69°. 1.90 5.7 





(Continued on page 12) 
















ails URGING SALES OF STOCKS 





By WILLIAM W. CRAIG 


LTHOUGH the 
known as stock market sentiment has 
been affected less in recent months by the 
vivid hues of inflation than during the 
corresponding period of early 1946, never- 


state of what is 


theless a primary element of inflation has 
caught, and continues to hold, the ab- 
sorbed attention of many market  tech- 
nicians. 

This element, in a practical way of put- 
ting it, is the status of a “68 cent dollar” 
in terms of the 


property comprising 


corporate assets. The reasoning which 
pursues a straight line from money's les- 
sened worth, as compared with its situa- 
tion in 1940, to the steel, copper. lumber 
and labor costs involved in corporate 
plants and fixtures ends in a logical con- 
clusion. The existing plants. including 
large additions made during the war years 
(not infrequently with government ab- 
sorbing much of the costs) 
are worth a great deal more in 
today’s dollars than in the dol- 
lars of 1940. 

It is generally accepted by 
students of stock 
price phenomena that earnings 


common 


and the prospects for earnings 
have far more influence upon 
market 
the figures on the asset side of 


fluctuations than do 
Another arti- 
cle in this THE 
EXCHANGE acts to substantiate 
the over-all power of earnings 


balance sheets. 
issue of 


in these particulars. It is reasonable to 
assume on the basis of investment and 
trading experience that many individuals 
pay little attention to the property account 
of a corporation which attracts them. But 
during an interval in which current good 
earnings fail to exert a sustaining influ- 
ence upon stock prices, the time arrives 
when productive property comes unde1 
the flood light of market research. 

High current earnings which a large 
array of corporations enjoyed during the 
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COLLIDES 


first 1947 quarter have apparently left 
investors unimpressed. There remains the 
sentimental influence of earnings hoped 
for in the future, and, while the restric- 
tive force of sentiment regarding a possi- 
ble recession of business later in the year 
bears down upon both prices and trading 
volume, the longer view considers the 
value of earning assets when caution shall 
be replaced by business optimism. When 
that time arrives, relatively low-cost plants 

again considering the altered position 
of the dollar’s worth in today’s steel, cop- 
per and lumber—should have a construc- 
tive influence upon profits. For goods’ 
prices will record the shrunken dollar; and 
the prices of goods sold in large volume, 
as witness the earnings’ results of the first 
quarter and throughout 1946, will permit 
sizable profit margins. 

Theory as it could be applied today to 
the action of the stock market would con- 
sider the moment when sentiment urging 


sales because of uncertainty about im- 
mediate business prospects collides with 
the realism contained in corporate asset 
appraisals. Since last September 1, the 
Dow, Jones & Co. industrial average has 
no less than five times bounced upward 
163-170 
“double” and 
bottoms. with the count 
higher 


after declining to the 
Chart 
“triple” 


range. 
devotees refer to 
con- 
fusedly rising these last few 
months, But could it not reasonably be 


argued that the time came during the five 


WITH PROPERT: 


reversals when buyers equipped with the 
long view determined that property values 
were worthy of primary consideration ? 


While making allowance for the caution- 






















ary influence deriving from uncertainty 
over the fate of the income tax and labor 
statutes under preparation by Congress. 
would it be far-fetched to hold that 
property values could act as a brake upon 
liquidation urged by a combination of 
various bearish influences? A brake effect- 
ing a shrinkage of dealings? 

Such a supposition would not be upset 
were future dips to carry through this 
year's low of 163.21, reached on May 17: 
provided, of course, that the decline were 
not induced by a plainly discernible ad- 
verse development of industrial impor- 
tance. Support for the theory would de- 
rive from the action of the industrial 
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. 












ICKS 


ERTY VALUES 


| 
<4 


fe area which would have to be 


average from January | through May 31 
°S of the year. While technical market com- 
ment refers to the 163-170 range as the 


through to signal a further extension of 
the downward swing, the closing average 
went lower than the 171 level in only two 
of the five months. The record has been 
as follows: 


High Low 
January ..... 180.44 171.95 
February 184.49 177.22 
March. ...... 81.88 172.37 
near 177.45 166.69 
kn ne 174.21 163.21 


The record may be extended, also, so 
as to note that this year’s minimum aver- 
age of 163.21 was significantly almost a 
duplicate of the lowest Dow-Jones indus- 
trial average for 1946 163.12. In 
other words. such selling as sentimental 
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considerations impelled in both years saw 
the average carried to the same resistance 
level, whence substantial recoveries oc- 
curred before forebodings about a_busi- 
ness recession caused fresh liquidation. It 
would appear that reasoned, constructive 
thought intervened to turn the tide, and 
plausibility would not be stretched too far 
by thinking that investment appraisals of 
asset values played an important part. 

If research be applied to certain indi- 
vidual industries like steel, chemical, elec- 
trical equipment, railroad equipment. pe- 
troleum and the automotive field, balance 
sheets may be made more enlightening by 
references to physical plant holdings. 












Many industries are preparing to spend 
millions of today’s and tomorrow’s dollars 
for additions and improvements. These 
will be of the high-cost variety. But be- 
hind them stand the far more extensive 
existing plants and equipment; to a great 
degree these facilities were productive of 


8 i *. 
“aS 
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satisfactory profits in past years. Except 
for wear and tear which the rush of war 
production made it impossible for man- 
agements to offset completely, the plants 
are modern and up-to-date as respects 
most of their equipment. To replace them 
would require tremendous outlays of capi- 
tal. As going concerns, they are worth far 
more than they cost in the dollars of the 
1930s. or 1920s. 

Without distorting the main theme of 
this discussion, the consideration of prop- 
erty worth may be supplemented by refer- 
ence to patents and trademarks. Familiar 
trademarks are those of foods. drugs. 
household utensils, soaps. etc.; but in- 
vestment attention goes deeper, recogniz- 
ing that the heavy industries have their 
trademarks, too. 

Value inherent in old-established trade- 
marks rises as populations increase. The 
popular trademarks of 1940 are worth 
more today. even though it would be 
difficult to assign a precise monetary valu- 
ation to them in today’s dollars. 

The plants’ practical worth is. of course, 
conditioned by several elements, the great- 
est being earnings derived from them. Idle 
factories and mills are worth, in investors’ 
estimation, little when they are not pro- 
ducing a profit. But factories and mills 
which are turning in operating deficits or 
small profits in a particular month, re- 
verse their course abruptly soon there- 
after. This characteristic has been so 
emphatic in the history of American in- 
dustry that an underestimation of prop- 
erty values is sometimes a handicap upon 
plans for long-view investment which 
stresses earnings of today or tomorrow to 


the exclusion of attendant elements. 


























ST. REGIS 
PAPER COMPANY 


200,000 Shares 
First Pfd. 4.40 Per Cent 
Series A Stock, Par $100 

5.170.714 Shares 


Common Stock, Par $5 

































Ticker Symbol: SRT 





St. Régis paper mill, bag-manufacturing 
plant and machine shop at Oswego. N.Y. 


RGANIZED in 1899 and starting pro- 
duction in 1901 with its first mill. 
the St. Regis Paper Company has grown 






to be one of the nation’s leading produc- 


ers of pulp. paper and paper products. 





Today the company has assets in excess of 
$100.000,000, owns 38 mills and plants 

14 states. 3 in Canada, and either owns 
wr has affiliated bag-manufacturing facili- 
ties in foreign countries. 

Since 1935, when a program of plant 
modernization and expansion was inaug- 
urated, sales have increased almost 900 

. from $9.143.818 to $82.782.- 


180. unveils to company reports. Net 


per cent. 
book value of property. plant and equip- 
ment has grown more than $26,000,000, 
reflecting over $20.000.000 of net earnings 
re-invested in the business. Working capi- 
tal $4.008.845 to $29.- 


increased from 








070.147. Roy K. Ferguson. president. 
stockholders at the annual 
April, that first quarter sales 
and profits set a new record for the com- 


informed 
meeting 


pany, Some comparative records are: 
Net After 

| come 

Net Sales Taxes 
1945 $52,500,824 $2,211.411 
1946 82.782.186 5.563.693 
1946 (Ist quarter) 16.584.149 — 1.004.656 
1947 “ ot 32.938.299 3.698.826 


The company completed its first pulp 
and paper mill at Deferiet. \. Y.. near 
Watertown, in 1901. In 1912 
made 


Regis 
first move toward an expanded 
operation by acquiring two other mills at 
Black River and Herrings. \. Y. The 
vear 1928 marked the company's entry 
into the fields of kraft paper and multi- 
During 1929 the Panelyte Cor- 
poration was acquired as a new outlet for 


wall bags. 


kraft paper to be used as a base for the 
manufacture of plastics. In 1943 the com- 
pany supplemented its already large acre- 
age of forest properties in Northern New 
York and New England by the acquisi- 
tion of extensive timberlands and logging 
rights in the Pacific Northwest. 

During 1946 the company accomplished 
a wider diversification of its products. 
closer integration of operations, and in- 
creased production through acquisition of 
the Florida Pulp and Paper Company. 
River Paper 


Pensacola, Fla.: “Nashua 





Company, 
Seaboard 


East Pepperell, Mass.; Maine 
Paper Company, Bucksport. 
Me.; Bryant Paper Company, Kalamazoo, 
Mich.; Hennepin Paper Company. Little 
Falls, Minn., and an interest in Alabama 
Pulp and Paper Company, Pensacola, In 
addition, St. Regis added 659.000 acres to 
its timber holdings and cutting rights. 
bringing the total to 1.442.140 acres, and 
virtually completed a $2,000,000 expan- 
sion program at the Panelyte plastics plant 
1 Trenton, \, J.. and a $6.000,000 expan- 
sion and modernization program at its 
pulp and paper mill at Deferiet. \. Y. 
Panelyte is a dense, hard plastic sup- 
plied in sheet, rod, tube, molded or fab- 
ricated form and accounts for an impor- 
tant part of the company’s total sales. 
St. Regis is now one of the leading pro- 
ducers of printing, publication and con- 
verting papers. especially the grades used 
for national magazines, telephone direc- 
catalogues. In 1946 
facilities for the 


tories and mail order 
St. Regis enlarged its 
manufacture of paper by acquiring the 
properties of Bryant Paper Co. at Kala- 
mazoo, Mich., producers of quality coated 
and uncoated stock. 

All products manufactured by the St. 
Regis Paper Company and its domestic 
subsidiaries are sold by the St. Regis Sales 
Corporation, a wholly owned subsidiary. 
There are 26 sales offices in 18 states in 
addition to 2 Canadian sales offices, 


Deferiet, N. Y.. mill recently expanded by St. Regis at a cost of $6,000.000. 
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BEAUNIT MILLS, 
INCORPORATED 


948,820 Shares 


Common Stock, Par $2.50 


Ticker Symbol: BEM 











VHE record of this company is fea- 
‘| tured by the rapid addition of diversi- 
fied manufacturing facilities to an organi- 
zation which was incorporated in 192] 
to produce knitted rayon fabrics. Expan- 
sion gained headway after 1936, when 
three plants were in operation. until 
today 10 plants are either owned directly 
or by subsidiaries, excepting a rayon 
knitting. dyeing and finishing establish- 
ment at Beverly, \. J.. 


under lease. 


which is operated 


The business now includes, in addition 
to the knitting and weaving of cotton. 
woolen and rayon fabrics. the manufac- 
ture of garments, the spinning of carded 
and combed yarns. dyeing. the making 
of continuous filament viscose rayon 
yarns, ete. Three plants are maintained 
in New York State, five in North Caro- 
lina and one each in Indiana and New 
Jersey. In December of last year, a 65 
per cent interest was acquired in the 
Worne Plastics Corporation, with a plant 
at Pinewald, N. J... which is being 
equipped for experimentation in the manu- 
facture of plastics. 

The Beaunit products are advertised 
nationally and are sold directly through 
its own sales offices in New York City. 
The fabrics go to manufacturers of gar- 
ments, principally women’s underwear. 
dresses, blouses. sportswear and girdles. 
and during the fiscal year ended March 
31, 1946, approximately 80 per cent of the 
total dollar volume consisted of fabri 
sales. On the manufacturing side of the 
business conducted by the company. gar- 
ments consisting of sportswear and under- 
wear are sold almost entirely to depart- 
ment stores, mail order houses and chain 
stores, many with national distribution. 


The original concern was capitalized 
at $50.000, divided into 500 shares. The 
capitalization of additional properties 
through the years brought the common 


stock to $2.372.000, represented by 948.- 
820 shares outstanding. 

Total assets were reported as of March 
31 at $20.606.000. of which $13,078,000 
were current. Current liabilities on the 
same date were $6.437.000. The consoli- 


dated income account for the fiscal year 
ended March 31 showed a net of $6.170.- 
000 after costs. interest and $4.220.000 
Federal income taxes. 



















THE UDYLITE 
CORPORATION 


739.827 Shares 


Common Stock, Par $1 


Ticker Symbol: UDL 











PWNHE story of The Udylite Corpora- 
| tion is typical of what happens in 
America when vision and energy are ap- 
plied to the creation of a new industry. 
The word “Udylite” was originally the 
trade name of a process of electrolytically 
plating cadmium for the purpose of rust- 
proofing. The process was the discovery 
of Marvin Udy, an analytical chemist who 
at the time was working in the laboratory 
of Elwood Haynes. known to the world 
as a pioneer of the automotive industry. 
The first application of Udylite was in 
the plating of piano wires to prevent their 
rusting. The coating of piano wires for 
this purpose must be extremeiy thin, ab- 
solutely non-porous and not subject to 
scaling, chipping or blistering. It was 
found that Udylite satisfied these require- 
ménts completely, and it was later found 
that this same type of plating could be 





used to advantage on practically all 
ferrous metal products. 

\ small group of men in Kokomo. Ind.. 
organized the Udylite Process Company 
in 1919 for the purpose of marketing the 
patented process, In the early days, the 
Udylite process was applied with consid- 
erable difficulty and under such exacting 
requirements that no one but a chemist or 
a professional engineer could handle it. 


The Parker-Wolverine Division of The 
Udylite Corporation in’ Detroit. which 
produces a wide variety of stampings for 
the automobile. refrigerator and = other 
types of manufacturing industries. 


Since then, according to the company, 
it has been so standardized and improved 
that it is just as easy to handle as any 
of the plating processes. The equipment 
needed is essentially the same as that for 
other types of electroplating, including 
copper, brass, nickel, silver. and so on. 


Recognition Came Slowly 

Pioneering this new process proceeded 
slowly at first and the Udylite organiza- 
tion in the early days was very small, but 
by 1926 the process had been generally 
recognized by American industry and its 
progress after that was considerably more 
rapid. A year later. the possibilities of 
Udylite appealed sufficiently to Fred 
Fisher, of Fisher Body Company. and the 
executives of the Union Carbon and Car- 
hide Company to induce them to buy 
Udylite. Company headquarters was then 
moved to Detroit. Mich.. and located at 
3220 Bellevue Avenue. 

In 1939 Udylite acquired Bright \ickel 
Corporation, which holds basic bright 
nickel-plating patents. During the past 
year, The Udylite Corporation absorbed 
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the Parker-Wolverine Company, which 
does a large volume of contract manufac- 
turing and finishing for the automotive 
and allied industries. 

While the Udylite process is still an im- 
portant factor, the company’s operations 
have been broadened to include many 
other products and services. The corpor- 
ation builds an extensive line of plating 
and finishing machines for all types of 
shops and all plating operations. If stand- 
ard equipment does not meet the needs of 
a prospective purchaser, engineers are 
available to design special equipment for 
any set of requirements. Udylite also 
maintains a continuous research program 
for the purpose of discovering new tech- 
niques and improving present finishing 
practices. This is a trail blazing operation 
organized on a practical business basis. 

Another laboratory division is charged 
with the direct assistance of Udylite’s cus- 
tomers on any of their every-day prob- 
lems. This division analyzes plating solu- 
tions and makes recommendations on the 
best way of maintaining such solutions. 
The company carries a complete line of 
platers supplies from rubber gloves to 
plating solutions. It has been the policy 
of Udylite from the very beginning that 
every item on its list of supplies be thor- 
oughly its own experienced 
technical staff before being listed for sale. 


tested by 


Total of Five Plants in Detroit 


At the present time Udylite operates two 
plants in Detroit. The Parker-Wolverine 
Division operates three plants in Detroit 
producing a large variety of stampings for 
the automobile. refrigerator and other in- 
dustries. It also handles a large volume 
of finishing of automobile body parts, 
refrigerator cabinet parts and_ similar 
products. 

Branch offices are located in New York, 
Chicago and Cleveland. Resident engi- 
neers are located in Dayton, Indianapolis, 
Harrisburg, Pa., Jackson and Flint, Mich.. 
Philadelphia and Rochester. In addition 
to this, there are distributors in Atlanta, 
Los Angeles, Milwaukee, Oakland, Calif.. 
Portland, Oregon, St. Paul, Salt Lake 
City, San Francisco, Seattle, Waterbury. 
Conn., St. Louis and Toronto. 

The company’s consolidated balance 
sheet as of December 31. 1946, showed 
aggregate assets of $6.717.300. Current 
assets amounted to $4.876.300 and current 
liabilities were $2.401.400, 

Consolidated net profit of the company 
in 1946, including the results of the 
Parker-Wolverine Division from the date 
of the merger at the end of February of 
the year, totaled $1,137,700. 





NORTHERN NATURAL 
GAS COMPANY 


1,015,000 Shares 


Common Stock, Par $20 


Ticker Symbol: NNG 











| ORTHERN NATURAL GAS COM- 

PANY owns and operates a natural 
gas pipeline system of about 3.500 miles 
of main and lateral steel pipe boring 
through seven states. The hub of this sys- 
tem, whose natural 
from the Texas Panhandle and Hugoton 
and Otis, Kansas, gas fields to market out- 
lets in Nebraska, lowa, South Dakota and 
Minnesota, is Omaha, Neb. 


lines transmit gas 


Natural gas is supplied at wholesale to 


31 utility operating companies serving 





came into public ownership in 1941 when 
35 per cent of its outstanding stock, then 
held by United Light and Railways Com- 
pany, was sold to the public. Subsequently 
in 1942 an additional 30 per cent, then 
owned by Lone Star Gas Corporation, was 
distributed to the stockholders of that 
company. The remaining 35 per cent of 
its stock is owned by North American 
Light and Power Company, a subsidiary 
of The North American Company. A plan 
has been filed with the Securities and 
Exchange Commission whereby all or a 
greater part of this remaining 35 per cent 
will ultimately reach the hands of the 
public. 

At the time of the company’s inception, 
the maximum daily capacity of the system 
was vaguely mentioned at around 200,- 
000,000 cubic feet at the ultimate possible 
development. Today the daily pipeline 
capacity hovers around 325,000,000 cubic 
feet and construction is already under 
way to increase this to 390,000,000 before 





Beatrice, Neb., compressor station of Northern Natural Gas Co. 


202 communities. Natural gas or mixed 
manufactured and natural gas is distrib- 
uted to approximately 448,000 residential, 
commercial and industrial customers in 
these communities having a total popula- 
tion aggregating 1.700.000. One of the 
principal utility operating companies, pur- 
chasing all its natural gas requirements 
from the company is Peoples Natural Gas 
Company, a wholly-owned subsidiary serv- 
ing natural gas at retail in 84 of the 
202 communities. In addition the com- 
pany sells natural gas directly to approxi- 
mately 700 customers, including several 
packing plants, and other large inter- 
ruptible users, typical of the agricultural 
territory served. 

Originally organized in 1930 by three 
large holding companies, the company 





the end of 1947. Federal Power Com- 
mission approval has been received to 
increase daily pipeline capacity to 407,- 
000.000 cubic feet, but lack of material 
will prevent this full increase during 1947. 

The consolidated balance sheet as of 
December 31, 1946, showed gross plant 
at $74,835,196. Current 
amounted to $9,679,695 and current liabil- 
were $5,872.424. Consolidated net 
income amounted to $5.446.303. This was 
the equivalent of $5.37 per share, an in- 
crease of $1.37 over 1945. Dividends of 
65¢ per share were paid in each of the 
first three quarters, with a year-end distri- 
bution of $1.05 making a total of $3.00 
per share paid in 1946, compared with 
$2.50 in the previous year. Dividends 
have been paid in each year since 1935. 
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| Authorities of the London Exchange in formal 
| session. Reorganization plans now under con- 








LONDON STOCK EXCHANGE 
“GOES MODERN” 


In most drastic changes 


in 145 years 








By GERALD 


f Reger. so strong an element 
in England’s business procedures, is 
due for a jolt in the program now being 
developed for the reorganization of the 
London Stock Exchange. A chapter in 
Stock Exchange history which opened in 
1802 is to be closed and another begun 
sometime before this year’s end, assum- 
ing that the plan, which has the full sup- 
port of the members, receives the approval 
of the Exchange “proprietors.” Inasmuch 
as 90 per cent of the proprietors, repre- 
the the Stock 
change’s securities, are also members of 


senting owners. of Ex- 
the Exchange, the British financial world 
is awaiting events with confidence that 
modernization is to be carried through. 
The program, incidentally. provides for 
an outlay of millions for the rebuilding of 
the ancient home of the Exchange in 
process of increasing its facilities. The 
scope of planned changes may be empha- 


| sideration call for replacing the old-time dual 


committees with a single governing body 


cS 


B. NIELSEN 


sized by noting that. whereas two self- 
contained bodies have for 145 years con- 
trolled the Exchange, a single council will 
The 


first steps toward joint control were taken 


have charge under reorganization. 


in 1945 when a Council, comprised of 
the Trustees. as foundation members, and 
the Committee for General Purposes was 
formed .. . although still exercising some 
of the dual functions of the old manage- 


ment. 


Stock Owned by Members 

Differing radically from the structure 
of the New York Stock Exchange. the 
British institution is a stock 
The present capital is £720,000, repre- 
sented by 20.000 shares. The stock is 
owned chiefly by stock 
ownership is necessary to become a mem- 


company. 


the members 


and it is listed on the Exchange. 
an issue of £250.000 deben- 


ber 


along with 


tures. The reorganization plan calls for 
the conversion of existing equity stock 
into annuities, 
1904 


been obliged to acquire at least one share 


Since every new member has 
of the Stock Exchange’s stock: no one 
may than The 
shares involve “unlimited liability.” being 


assessable should additional capital be 


own more 200 shares. 


needed, although no more than £2 per 
share may be assessed in any one year. 
The stock sold recently for £197. or up- 
wards of $780 a share figuring the pound 
sterling at $4. and a dividend of $20 


the total of dividends for 12 months, the 


equivalent on May | brought up to $32 


Thus 
the members. who pay the fees to run 


largest for a year since 1938-39, 


the Exchange. also receive the dividends 
from the business. 


Will Bear 4 Per Cent Interest 
The 


| per cent, They will be without voting 


annuities will carry interest of 
power and holders will not have the privi- 
lege of attending meetings. except in the 
case of meetings held to vary their rights. 
In other words, the new Council will have 
sole control of the Stock Exchange. Un- 
der the plan, the Council reserves the 
right to buy in annuities at any time and 
the 


years, in whole or part. at £100 per an- 


issue will be redeemable after five 
nuity, Repayment of the annuities is ex- 
pected to be spread over about 35 years. 

The anomaly of dual-control for a vast 
world market was once described as an 
“arrangement with an illustrious prece- 
dent in the government of the British Con- 
the House of 


Commons and the House of Lords.” The 


stitution by two bodies 



























power of the administrative groups 
stemmed from the original Deed of Set- 
tlement in 1802. the same being slightly 
amended in 1875 without altering this 
The Trustees 


and Managers are responsible for the Ex- 


management arrangement, 
change’s finances. and the Committee for 
General Purposes makes and applies rules 
of trading on the floor of the Exchange 
and supervises the activities of the mem- 
their clerks. 


bers and 


Elected for Single Year 

Differing from New York Stock Ex- 
change procedure, a member of the Lon- 
don Exchange is elected for a single vear. 
Membership is renewed by re-election. 
which depends wholly upon the discre- 
tion of the Committee. Usually. re-elec- 
tion occurs, but a member must declare. 
Stock 


whether he wants to be elected again: 


toward a Exchange year-end, 
and he must indicate whether he proposes 
to act as a broker or a jobber. No mem- 
ber can be both, and a partnership may 
not exist between a broker and a jobber. 
A member cannot belong to any other 
stock exchanges; he is not permitted to 


engage in any other business, advertise 


his services. or maintain branch offices. 
All members are obliged to have their 
of the 


where 


offices in the immediate vicinity 
Stock in the “City” 


Britain’s foremost financial and commer- 


Exchange 


cial institutions are located. 

While the development of the British 
stockbrokerage business dates from the 
reign of William IIT, it was not until 1773 
that the London Stock Exchange may be 


described as being formally organized. 

During the preceding 100 years, aside 
from a short tenure of occupancy in the 
old Royal Exchange, the stockbrokers con- 
gregated in and around the coffee-houses 
in Change Alley, adjacent to Lombard 
Street. While “Jonathan’s” “Garra- 
ways” were the favored coffee-houses of 
the stockbrokers. they conducted 
dealings at the offices of the East India 
Company and the Hudson’s Bay Com- 
pany. 

In 1748. was destroyed 
by fire, and the brokers and jobbers 
found quarters in a_ building at 
Threadneedle Street and Sweetings Alley, 
which was known as “New Jonathan’s.” 


and 


also 


* Jonathan's” 


new 


On July Ist, 1773. a meeting was held, at 
which time it was decided to adopt the 
name “The Stock Exchange.” and in- 
scribe it over the door. A fee of sixpence 
a day was assessed for the use of the 
premises. 
Build Own Home in Early 1800s 
During the next three decades the lead- 
ing brokers and jobbers who frequented 
“New 


selves into an association and determined 


Jonathan's” finally formed them- 
to secure a permanent home. In 1801 they 
£20.000 through 
subscription of 400 shares of £20 each. 
and purchased a site in Capel Court, op- 
posite the Bank of England in Bartholo- 
mew Lane, where the foundation stone of 
the present Stock Exchange building was 


succeeded in raising 


laid, In 1802 the new building was ready 
for occupancy, and that part of the Lon- 
don Stock Exchange which is now known 


Yields Reveal Conservative Market Trend 


(Continued from page 5) 


the shares of chemical 


companies sell at a premium due to the 


Traditionally 


industry's strong growth characteristics. 
Inspection of yields in this group, rang- 
2.2 Dow 
Chemical and 3.5 per cent for Monsanto, 
reveals that this is the case today. 


ing as low as per cent for 


Est. 
Recent 1947 
Price Div. Y ield 
Columbian Carbon 31 $2.00 6.5% 
Dow Chemical 15714 3.50 y 
E. 1. du Pont 1L76's 8.00 L5 
Monsanto Chemical 56°; 2.00 3.5 
Parker Rust Proof 29 2.50 8.6 
Un. Carbide & Carbon 991, 3.75 3.8 


Issues in the foregoing table, as well 


as those in the preceding lists, have not 
been hand-picked with an eye to showing 
exceptionally high yield values. Rather 
the most striking cases of equities selling 


12 


at depressed levels. despite abnormally 
large earnings, have been purposely 
avoided due to the non-recurrent nature 
of many of these earnings rates. In fact. 
care was taken in most cases to select 
issues which may be expected to yield as 
high a dividend in 1947 as in 1946, if 
not higher. 

Sets of figures such as the foregoing 
indicate that share prices are approach- 
ing the region where income situations 
situation 
other recent 
What the investing public will 
worth-while level of 
vields no one can foretell. Right now 


the scope of the anticipated 


are worth exploring again—a 


which has not existed in 
years, 


consider to be a 


business 
recession is occupying foremost attention. 
Before buying of stocks is resumed on 
a large scale, the market will have to 


as the “Consol Market” constituted the 
new home of the founding members of 
London’s first organized Stock Exchange, 

Keeping with England's 
increasing commercial growth the Stock 
Exchange continued to expand, and dur- 


pace ever- 


ing the subsequent 145 years it was neces- 
sary constantly to extend and renovate 
the building. 


Ready to Expand Again 


Rebuilding of the present Exchange is 
now under consideration. as existing 
quarters and facilities are entirely inade- 
quate, In line with the Council’s building 
expansion program, a contract has been 
entered into whereby the Stock Exchange 
will purchase for £425,000 the buildings 
at 5 and 6 Throgmorton Street, The prop- 
erties involved in the deal adjoin the 
Stock Exchange and are built, in part, 
over famous Shorter’s Court which. be- 
World War II. the 
hectic arbitrage and trading in 
kees.””. Shorter’s Court 
trance to the Stock Exchange. 


scene of 
“Yan- 


itself is an en- 


fore was 


To finance the purchase of the prop- 
erty the Council will exercise its existing 
borrowing powers under the Deed of Set- 
tlement, as and when amended, by issu- 


ing £250.000 of 3 per cent debenture 
stock, redeemable at par in 1972-82. 


The balance will be provided from pres- 
ent cash resources. While the new deben- 
tures will be secured as a floating charge, 
they will be junior to the existing deben- 
tures but senior to the proposed new 
annuities, 


signal, by its action, whether the decline 
already traversed from the 1946 highs 
adequately discounts the extent of the 
business recession, or whether still lower 
prices are in store. 

Currently, divergent views are ex- 
pressed by securities analysts. One group 
holds that the 160-170 range of the Dow- 
industrial will 


be a long-term accumulation area, They 


Jones average prove to 
don’t overrule the possibility that prices 
may dip somewhat lower, but it would 
be only pure chance if one caught the 
exact bottom, they point out, and any 
such future reaction would scarcely go 
far enough to be worth waiting for. 
Other analysts steadfastly maintain that 
lower prices will be seen, at which time 
the individual investor may begin ac- 
quiring a line of stocks. Reflecting on 
the latter view, bottoms of bear markets 
traditionally are made when nearly every- 
one believes prices will go still lower 
and accordingly is reluctant to buy. 
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WHEELING, WEST VA. 


\ great deal of advice for investing money 
has come my way... but the simple system 
that my father followed has been good 
enough for me. Results count. whether or 
not a method may seem dusty from age. Buy- 
ing good common stocks of companies (in- 
dustrials for the most part) and merely 
keeping them has paid off in dividends, stock 
dividends and rising market appraisal. A 
100-share purchase of back 
nearly 30 years has blossomed into 1.000 
shares by reason of stock dividends and 
split-ups: another long-holding of 50 shares 
has increased to 200 shares ditto. Why com- 
plicate investing by making the business of 
“watching and switching” so painful as 
many persons seem to find it? 

P..G.. i. 


Eniror’s Nove: If Mr. P. G. R.’s father had laid 
more emphasis upon railroad stocks than upon 
old-established industrials 30 years ago or 
longer, today’s results might be quite different 
in the course pursued by the son. Investment 
methods are individual in character; an indi- 
vidual suecess hardly lends itself to a composite 
procedure for other investors. 


READING, PA. 


Inventories seem to be what a reader of 
financial news decides to make them, 
whether high or low. High or low depends 
upon past criteria; that is, present inventory 
values are studied against the background 
of the values of other years. Immediately it 
becomes necessary to allow for elements ad- 
ditional to values in dollars. Inventories 
may seem to be high, indeed, and yet not be 
out of line with current absorption of fin- 
ished products. Inventories may appear to 
be swollen by high prices paid for materials 
in stock. but selling prices for a mighty 
array of different goods are high, too. My 
reading shows me that opinions about the 
position of inventories are widely divided. 
3ut I have noticed of late that where com- 


ment about “high inventories” is of an ap- 


prehensive nature, little account seems to be 
made of the elements mentioned here. From 
my point of view. the way to examine inven- 
tories depends less upon dollar values than 
upon quality values. Where built-up stocks 
of semi-finished goods or finished goods o1 
raw materials are of a quality poorer than 
goods or materials of recent production 
would be, there is room for apprehension 
about them. But not merely because dollar 
values look high. 


+. %..3. i: 


WILMINGTON, DEL. 


If you can remember some of the indus- 
trial phenomena of the 1920s, you'll recall 
the warm arguments which arose when An- 
drew Mellon, Secretary of the Treasury. 
gave administrative authorship to the thesis 
that lowered income taxes. corporate and 
personal, would stimulate business and thus 
enlarge government revenue from taxes. The 
Secretary won out. business did increase 
after taxes were lowered. the federal rev- 
enue increased. the federal debt was re- 
duced. And lo! An even greater phenomenon 
accompanied these events: wage rates rose 
at the same time that goods prices were 
being marked down. Although the “flam- 
boyant 1920°s” are still damned by off- 
center economists, it strikes me that a page 
or two might profitably be taken from them 
by politicians and labor leaders these days. 


ee 


NEW YORK CITY 

No special wisdom in regard to common 
stocks is needed to prove that when prices 
of industrial company shares have fallen so 
far that net current assets account for 
nearly as much value as the company’s en- 
tire common stock is appraised at in the 
open market, the stock is appraised at a 
mighty low figure. This is merely a matter 


Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


of horse sense backed by precedent. pro- 
vided. of course. that the company is not 
in a fly-by-night category. Quite a numbet 
of stocks can. right now. be studied from 
the angle mentioned above. 


SOURUNSTOWN, PA. 


Can't say | was much impressed by your 
cautionary observations in this month’s is- 
sue (the April number) in regard to divi- 
dend payments of the first quarter and the 
net earnings of companies listed on the Ex- 
change. Offering my own thought about 
these two items, jointly, it seems as though 
this year’s net might recede considerably. if 
at all. and still provide for a rate of divi- 
dends comparable to that of the first 1947 
quarter. Many corporations. most of the 
larger ones. are well supplied with working 
capital: in cases where seasonal demands 
for extra capital arise. the companies in 
need of it can borrow of the banks at low 
rates. Production appears likely to hold at 
a high rate, and even though prices of goods 
may recede somewhat. borrowers should. be 
able to make a sizable margin of profit 
above rental charges on borrowed funds. 
They also should do well on working capital 
in their own possession and ownership. That 
would mean sufficient net income for divi- 
dend maintenance. Is there anything ex- 
travagant in this line of reasoning? 

Cc. Kk 


Epitor’s Note: Mr. C. R. O's reasoning is 
based, in part, on assumptions in regard to 
business volume and price trends. The assump- 
tions are reasonable in the light of present bus- 
iness statistics. The cautionary note contained 
in the articles referred to was introduced prin- 
cipally in order to take account of certain ele- 
ments besides actual operating earnings of 1946, 
which were reflected in that year’s net income 
figures and in the first quarter dividends this 
year . . . the elimination of excess profits taxes 
and, in many instances, the application of “draw 
backs” against past excess profits tax~payments 
to income accounts. 








Where thousands vote 


The voice of the people rings loud 
and clear in the nation’s market places. 
Freely, unmistakably, Americans register 
their views on economic affairs . . . and 
their ballots are their orders to buy or sell. 

Nowhere is this democratic expression 
of opinion more direct, more open, than 
at the New York Stock Exchange. Here, 
on one great trading floor, meet the rep- 
resentatives of America’s investors, the 
millions of our fellow citizens who own 
American industry. By their orders to 
buy, and orders to sell, they establish the 
prices of securities . . . and the rise or fall 
of those prices represents the will of the 
majority trading at that particular time. 

Their decisions are then broadcast 
across the nation, by means of the ticker 
tape. The majority opinion on economic 
affairs is known to all, promptly, con- 
tinuously. 

Like the ballot box itself, the Exchange 
is merely a mechanism. It is a place 
where those who desire to dispose of 
their securities can meet, through their 
brokers, the greatest possible number of 
buyers . .. where those who wish to pur- 
chase securities can meet the greatest 
possible number of sellers. It sets no 
prices; it makes no purchases or sales 
for itself. 

But, from its 154 years of experience 
as the nation’s principal market place for 
securities, the Exchange has learned this: 
Its facilities serve the country best, and 
the individual best, when they are prop- 
erly used. This means when they are 
used responsibly, by investors who have 
ascertained the facts before casting their 
ballots. —? 
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